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Barbara I. Rausch, CPA 
Marysville, Ohio
By Way of Introduction . . .
The world of Small Business is indeed a 
separate world in the business environ­
ment — conforming and yet not conform­
ing to the patterns, an anachronism in 
the eyes of some people yet with some 
enterprises ahead of their times, often 
struggling against big business competi­
tion and still sometimes unique and un­
parallelled in their fields, something that 
would have to be invented if it did not 
exist!
So, what is this thing, the Small 
Business? The term was coined by some­
body to differentiate it from “Big Busi­
ness”, the industrial giants and the public­
ly held corporations that are listed in 
such papers as the Wall Street Journal, 
from the Big Board to the Over-the- 
Counter Market. Therefore, it follows 
that any unincorporated business has to 
be one of the “smalls”, and any corpora­
tion that does not sell its shares of stock 
to the general public falls into the same 
category.
How Small is "Small Business"?
The answer, of course, is — not small! By 
number of enterprises the participation 
of small business is overwhelming: 
9,430,000 sole proprietorships, 921,000 
partnerships as compared with 1,670,000 
corporations according to the Statistical 
Abstract of the United States for 1972. 
In the sales or gross receipts area, the 
small business share is still quite impres­
sive — $234 billion for sole proprietor­
ships, $87 billion for partnerships and 
$1,688 billion for corporations. These 
figures are based on information for the 
year 1969 (the latest available) compiled 
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by the Internal Revenue Service from tax 
returns filed.
Unfortunately this compilation does






Under $100,000 57.6% 1.3%
$100,000 to $999,999 35.8% 7.3%
$1,000,000 to $9,999,999 5.5% 10.2%
$10,000,000 to $24,999,999 .6% 6.0%
$25,000,000 to $49,999,999 .2% 5.3%
$50,000,000 to $99,999,999 .1% 5.4%
$100,000,000 to $249,999,999 .1% 8.7%
$250,000,000 and over .1% 55.8%
If we break this down into three 
categories, we find that 98.9% of all 
corporations have less than $10,000,000 
in assets and share in 18.8% of the total 
assets. The middle group with assets 
between $10,000,000 but less than 
$100,000,000 makes up .9% of the total 
number and controls 16.7% of the total 
assets. Finally, the really big corpora­
tions, the ones with assets in excess of 
$100,000,000, are only one-fifth of one 
percent of the total number, but they 
hold 64.5% of the total corporate assets.
Information on new business starts 
and business failures is compiled by Dun 
& Bradstreet every year, but the publish­
ed statistics are limited to new incorpora­
tions and to business failures that result 
in losses to creditors. However, it is 
obvious that the number of business 
enterprises is growing as evidenced by 
these Dun & Bradstreet statistics: 
not tell us how many of the corporations 
are publicly held, but a look at a tabula­
tion by asset-size can give us some clues:
New




When a business entity starts having a 
payroll, its status become established. But 
aside from the requirement to register as 
a withholding agent the Internal Revenue 
Service does not require formal registra­
tion for sole proprietors and neither 
would the majority of the states. There­
fore, only the tax files of the IRS would 
contain complete data on all the “one- 
man” or “one-woman” business opera­
tions started or discontinued every year.
Since, from a standpoint of number of 
principals involved in a business, the sole 
proprietorship is as small a business entity 
as possible, it might well be a good 
starting point.
"I Just Knew I Could Do a Better Job . .."
Here, oftentimes, we find people who had 
been at the receiving end of poor service, 
who took up “fixing” things as a hobby 
and became so good at it that it became 
inevitable for them to convert their 
hobby into a business. Or it may have 
been the desire to have a greater share of 
the gross take that prompted some for­
mer employees to go it on their own.
Of course, we find a large number of 
professionals in this type of enterprise. It 
appears that the personal service area is 
the most fertile field for the smallest of 
the “smalls”. It is usually a hard decision 
to take on that first employee — it means 
a great deal of expense which can be 
offset only by a very substantial increase 
in business volume. The actual wages are 
probably the least of it — there are payroll 
taxes and related tax returns, increased 
formality in record keeping and most 
likely the need for outside professional 
help — life becomes complicated.
Will It Be Worth It?
That’s a good question! The in-between 
stage is probably the most difficult to 
handle, the one that should be passed 
through as rapidly as possible. It is 
frustrating and infuriating to find that the 
employee can “clear” more than the 
risk-taking entrepreneur, and many a 
good and knowledgeable proprietor has 
found it harder to “manage” than to 
provide first-rate service, sharing the pro­
ceeds only with Uncle Sam.
On the bright side, if the business 
potential is really good and the rough 
waters of the first venture into being a 
boss and manager have been overcome, 
the business grows and prospers, and 
more than likely the form in which 
business is conducted will change, also.




1041's have never been 
easier, or less expensive... 
......... Your returns are computed 
with 100% accuracy, absolute 
security and lowest tax 
liability guaranteed...
• •• all within 48 hours.
sound interesting?
• • • • TEST US • • • •
We’ll do five FREE.
CALL LARRY BLOCK COLLECT 
FOR THE DATA FORMS 
TO GET YOU GOING.
Partnership or Corporation?
The initial choice of the form is often 
made on the basis of tax considerations, 
but of at least equal importance are such 
factors as legal liabilities, capital require­
ments, the number of people involved 
and their respective functions, the need 
for continuity of existence and free trans­
ferability of the individual’s interest in 
the enterprise. Of course, the “better 
mousetrap” does not attract just the 
lone-wolf entrepreneur, in fact, a large 
number of businesses are started as part­
nerships or closely-held corporations.
The tax laws which — at least at the 
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Dick Scott is a highly quali­
fied employment professional 
specializing in the search and 
placement of Accounting 
personnel.
Call Dick Scott at
SCOTT-WAYNE
Personnel Consultants
575 BOYLSTON ST., 
BOSTON, MASS.
267-6505
Client Companies Assume All Fees 
with respect to retirement plans undoubt­
edly are responsible for a large number of 
incorporations, when otherwise the prin­
cipals might have chosen the partnership 
form of doing business. The tremendous 
increase in the number of professional 
corporations is a prime example. The 
medical profession was a leader in allow­
ing its members to incorporate, but since 
then other professions have followed the 
example.
Tough Competition
Small Business is in virtually all fields of 
endeavor. Sometimes it seems hopelessly 
squeezed out by tough competition from 
the big publicly-held and well-capitalized 
corporations. In other areas the small 
entity has a very definite advantage and 
provides that very necessary stimulant to 
our economic system and makes life hard 
for the big enterprises. No matter which 
way you look at it, Small Business is a 
fact of life and a segment of our economy 
that would be sorely missed if it were to 
disappear from the scene as the closing of 
many independently-owned gas stations 
has just demonstrated.
Our Clients ... Our Employers
Being a journal published by professional 
accountants, THE WOMAN CPA will 
feature this column for the purpose of 
discussing as many of the accounting- 
related and strictly business-oriented 
aspects of the “Smalls” as possible, such 
as financing and capitalization, taxes and 
recordkeeping requirements, personnel 
problems and considerations, and the role 
of the entrepreneur in general.
There can be no question that the 
small business entity has great needs for 
competent professional advice, and a sub­
stantial number of the members of both 
societies serve small business as associates 
or outside accountants.
Planning is the name of the game — for 
present success, future growth and for the 
welfare and benefit of the principals’ 
families.
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